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Re: Amendments to the Reg latory Capital, Capital Plan, and Stress Test R les (Docket No. R-1603 and 
RIN 7100-AF 02)

Dear Ms. Misback:

UBS apprecia es  he oppor uni y  o commen  on  he above referenced proposal1  o es ablish a s ress capi al buffer 
(SCB) framework in egra ing  he curren  capi al plan and s ress  es  rules and exis ing regula ory capi al 
requiremen s. UBS has also par icipa ed in  he prepara ion of commen  le  ers submi  ed by The Clearing House 
Associa ion LLC, Securi ies Indus ry and Financial Marke s Associa ion and  he Financial Services Round able and 
 he Ins i u e of In erna ional Bankers and broadly suppor s  heir commen s and recommenda ions.

We suppor   he Proposal's underlying objec ive  o simplify  he capi al regime applicable  o firms subjec   o  he 
capi al plan rule; however, we believe  ha  fur her  ailoring is warran ed for in ermedia e holding companies (IHC) 
of foreign banking organiza ions (FBOs) given  he sole shareholder rela ionship be ween  he IHC and i s paren  
FBO. In addi ion, we consider  he following elemen s  o be cri ical fac ors  ha  warran  a  en ion in  he Federal 
Reserve's finaliza ion of  he Proposal:

• The necessi y of  he Proposal's dividend add-on componen  as applied  o IHC's should be re-considered 
and removed, recognizing  ha   he consis ency of capi al dis ribu ions for an IHC carries differen  
implica ions  han  hose for publicly held BHCs and  he curren  supervisory assessmen s applied by  he 
Federal Reserve in evalua ing  he paren  FBO's source of s reng h capaci y rela ive  o US opera ions of  he 
FBO;

• The Federal Reserve should mi iga e  he po en ial unpredic abili y of  he SCB de ermina ion process 
 hrough increased disclosures of supervisory model me hodologies and ins i u e a public no ice and 
commen  period for s ress scenarios; and

• The Federal Reserve should elimina e  he quali a ive objec ion recognizing  he exis ing  ools available, 
including  he proposed LFI ra ing framework,  o promo e sound capi al planning processes across 
supervised firms.

Accoun ing for  he IHC/Paren  FBO Rela ionship

In view of  he differences posed by IHCs rela ive  o publicly held BHCs,  he Federal Reserve should exemp  IHCs 
from  he Proposal's dividend add-on componen  requiremen  and align wi h i s recen  emphasis on  ailoring 
regula ory requiremen s. As IHC dividends  o  he paren  FBO are more analogous  o  he behavior of publicly held 
BHCs'2 share repurchases versus  heir dividend dis ribu ions in  he even  of firm-specific or sys emic s ress,  he

1 Amendmen s  o  he Regula ory Capi al, Capi al Plan, and S ress Tes  Rules, 83 Fed. Reg. 18,160 (Apr. 25, 2018) ( he 
"Proposal]").
2 Hir le, Beverly, "Bank Holding Company Dividends and Repurchases during  he Financial Crisis," FRBNY S aff Repor , 
(April 2016), www.newyor fed.org/medialibrary/media/research/staff reports/sr666.pdf - " For  hese reasons, BHCs may 
have been more willing  o reduce repurchases quickly as  he financial crisis developed and uncer ain y abou  i s dep h 
and severi y in ensified. The abili y  o reduce repurchases may have served as a cushion  ha  allowed BHCs  o reduce



assump ion  ha  an IHC would con inue  o pay dividends a  planned levels may no  be valid. Addi ionally,  he 
elimina ion of  he dividend add-on requiremen  should recognize  he Federal Reserve's "s reng h of suppor  
assessmen  "(SOSA) processes  ha  embed  he moni oring and assessmen  of an FBO paren  company and 
relevan  home coun ry fac ors, previously summarized in  he SOSA documen s, in o her componen s of  he FBO 
supervision program, including Regula ion YY's requiremen  for FBOs  o provide  he resul s of and 
processes/assump ions associa ed wi h i s capi al planning effor s.

Transparency of  he SCB calcula ion

Under  he proposed SCB framework,  he year- o-year variabili y of  he Federal Reserve's own supervisory scenarios 
and  he usage of supervisory models could lead  o firms holding addi ional capi al buffers  o address  he uncer ain 
ou come represen ed by SCB and  hus impede  he effec iveness of a firm's capi al planning processes. Curren ly, 
firms are expec ed  o develop capi al plans, in view of in ernally developed pos -s ress capi al goals and  arge s, 
and es ima e capi al requiremen s under in ernally developed s ress scenarios  ha  are in ended  o accoun  for 
severely adverse marke  condi ions and  he impac   o regula ory capi al given  he firm's unique risk profile. 
Similarly,  he Federal Reserve conduc s i s supervisor-run s ress  es  using  he supervisor-developed s ress scenario 
and i s own in ernal models and es ima es  he resul ing capi al impac  for a given firm in view of  ha  firm's 
planned capi al dis ribu ion  o inform  he Federal Reserve's de ermina ion whe her  o objec   o  ha  firm's capi al 
plan.

To avoid  he unin ended consequences  ha  would impede  he effec iveness of a firm's capi al planning processes, 
 he Federal Reserve should consider  he following:

• Release  he supervisory s ress scenarios earlier in  he capi al planning cycle and subjec   hem  o public 
no ice and commen  -  his would serve  o increase  he  ransparency of  he scenario design and allow for 
a longer  ime period  o evalua e  he implica ions of  he new scenario and appropria ely incorpora e  hem 
in o  he capi al planning process and evalua e  he po en ial impac   o  he required SCB. A public no ice 
and commen  process would allow  he Federal Reserve  o consider and implemen  cons ruc ive feedback 
in i s supervisory scenarios and upda e, as needed, ins ruc ions prior  o  he commencemen  of a given 
year's capi al planning cycle; and

• Increase  ransparency of supervisory models -  his would be wholly consis en  wi h  he Federal Reserve's 
objec ives  o increase  ransparency regarding i s supervisory processes and allow a given firm sufficien  
informa ion  o fully evalua e and unders and  he de ermina ion of  he SCB rela ive  o i s risk profile and 
exposures. This could be accomplished  hrough  he release of  he ma erial assump ions of  he models 
and more fulsome disclosure of  he model's ra ionale and design.

Elimina ing  he Quali a ive Assessmen 

Based on  he fac ors/cri eria no ed in i s 2017 decision  o elimina e  he quali a ive assessmen  imposed on cer ain 
firms and  he risks  o  he s abili y of  he US financial sys em posed by cer ain IHCs, including  ha  of UBS,  he 
Federal Reserve should elimina e  he applica ion of  he quali a ive assessmen   o  hose IHCs. Such an ac ion is 
fur her warran ed given  he assessmen  of capi al planning embedded wi hin  he Federal Reserve's proposed LFI 
ra ing framework and  he availabili y of o her supervisory remedies including enforcemen  ac ions.

In i s amendmen s3  o  he capi al plan and s ress  es  rules in February 2017,  he Federal Reserve no ed  ha   he 
quali a ive assessmen  of  he capi al plans of large and noncomplex firms ins ead would be conduc ed ou side of 
CCAR  hrough  he supervisory review process. In arriving a   ha  decision, i  was no ed  ha   hese firms presen  
less sys emic risk and have a more limi ed geographical scope. Fur her,  he s reng h of each firm's capi al 
planning process may be assessed  hrough normal supervisory reviews supplemen ed wi h  arge ed, horizon al

payou s, a  leas  for a  ime, wi hou  subjec ing  hemselves  o  he nega ive marke  signal from reducing or elimina ing 
 heir dividends."

3 Amendmen s  o  he Capi al Plan, and S ress Tes  Rules; Regula ions Y and YY, 82 Fed. Reg. 9308 (Feb 3, 2017)
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reviews of aspec s of capi al planning and incorpora e an assessmen  of  hese prac ices in o regular, ongoing 
supervision. Addi ionally,  he Federal Reserve no ed  ha  under  he curren  capi al plan rule, no hing in  he original 
proposal would limi   he au hori y of  he Federal Reserve  o issue a capi al direc ive, such as a direc ive  o reduce 
capi al dis ribu ions, or  ake any o her supervisory enforcemen  ac ion, including an ac ion  o address unsafe or 
unsound prac ices or condi ions or viola ions of law, such as an unsafe and unsound capi al planning process.

* * *

We apprecia e  he oppor uni y  o provide our views and respec fully reques   ha   he Federal Reserve consider our 
sugges ions on  he Proposal and s and ready  o par icipa e in fur her dialogue and/or discussions wi h  he Federal 
Reserve, as necessary. We feel s rongly  ha   he final guidance issued by  he Federal Reserve should be  ailored  o 
fi   he unique circums ances surrounding governance and con rol s ruc ures of IHCs opera ing in  he US

Sincerely,

Tom Nara il
Presiden , Americas
CEO, UBS Americas Holdings LLC 
Co-Presiden , Global Weal h Managemen  
Group Execu ive Board, UBS Group AG

Cc: IHC Board of Direc ors
Michael Crowl, Americas General Counsel
Jeff Samuel, Americas Head of Group Regula ory and Governance
Sasha Lewis, US Regula ory Affairs

3




